Cct ober 6, 1980
NUMBER 4275.5

USDR&E

Department of Defense Directive

SUBJECT : Acquisition and Managenent of |ndustrial Resources

Ref er ences: (a) DoD Directive 4275.5, subject as above,
July 13, 1978 (hereby cancel ed)
(b) through (y) , see enclosure 2

A, RE | SSUANCE AND PURPOSE

This Directive:

1. Reissues reference (a) to establish uniform policy governing
t he acquisition and managenment of facilities, special tooling, and
speci al test equipment, whether these industrial resources are
acqui red by and used solely within the Departnent of Defense or oper-
ated and used by a contractor.

2. Assigns responsibilities for review ng the use, maintenance,
expansi on, nodernization, replacenent, and disposal of industrial re-

sources, with their related program ng, budgeting? and financing pro-
cedures (enclosure 1).

3. Authorizes publication of DLA 4215.1-M “Managenent of
Def ense- Owmned | ndustrial Plant Equi pnent.”

B. APPLICABILITY AND SCCPE

1. The provisions of this Directive apply to the Ofice of the
Secretary of Defense (0SD), the MIlitary Departnents, and the Defense
Agencies (hereafter called “DoD Conponents”).

2. Its provisions cover acquisition, nodernization, expansion,
construction, and use of both severabl e and nonseverabl e property for
i ncreasing or inproving production ‘or research and devel opnent cap-
abilities.

3. Its provisions also cover the retention, maintenance, and
moder ni zati on of DoD-owned plant equi pment and pl ant equi pment pack-
ages (PEPs) needed to provide the production capacity to support the
conbat readiness of the U S. Forces, in accordance with DoD Directive
4005.1 (reference (b)).

4, This Directive does not cover the establishnment and opera-
tion of government-owned, governnent-operated (GOB0) activities that
are approved in accordance with DoD Directive 4151.1 (reference (c)).
Equi pnent obtai ned by these activities wll be reported to the Defense



| ndustrial Plant Equi pment Center (DIPEC) upon acquisition. GOG0 activities
that conpete wth private industry and have a preparedness capability wll be
reported annually in the Departnental I|ndustrial Reserve Plants/Mintenance
Facilities report, under DoD Instruction 4155.4 (reference (d)).

C. DEFIN TIONS

The terns used in this Directive are defined in enclosure 3.

D. PQLICY

1. The Departnent of Defense shall mnimze governnent ownership of
facilities in consonance with the need to ensure econom cal support of essen-
tial peacetine, surge, and nobilization requirenments. This shall be accom
plished through an orderly phasedown of current governnment ownership and the
use of nmethods to encourage greater investnent by private industry in facili-
ties supporting defense prograns.

2. A base of governnent-owned facilities shall be retained for those
I ndustries determ ned essential to defense production, when private invest-
ment is inadequate or wunavail able.

3. Congress shall be notified by Departnment of Defense of all governnent
construction to be acconplished under the authorities of this Drective.

4.  Government property in the hands of contractors and subcontractors is
controlled and accounted for through procedures maintained in accordance with
DAR (reference (e)). Plant equipnent shall be reported to and accounted for
by the DIPEC upon acquisition.

5. ' Enclosure 1 includes guidance for the disposal of excess facilities,
environmental protection, Cccupation Safety and Health Adm nistration require-
nents , the Energy Conservation and Managenent Program and other areas of
responsibility; the program ng, budgeting, and financing of facilities pro-
jects, numerical control standardization; and personal property reporting.

E. RESPONSI BI LI TI ES

1. The Under Secretary of Defense for Research and Engi neering (USDR&E)
shal | :

a. Develop and supervise procedures for inplenenting the policies
established in section D

b. Review during the budget cycle, in coordination wth the Assistant
Secretary of Defense (Conptroller) (ASD(C)) and the Assistant Secretary of
Def ense (Manpower, Reserve Affairs, and Logistics), proposals for facility
projects involving new funds during the current year to acquire, expand, or
replace facilities.

c. Approve, in coordination wth other elenents of OSD, facilities
projects in excess of authority delegated to the MIitary Departnents and
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Def ense Agenci es. | f such projects involve the use of mlitary construction
funds, they shall be in accordance with the provisions of DoD Instruction
7040.4 (reference (f)).

d. Ensure that Congress is notified of all construction efforts,
usi ng Research, Devel opnent, Test and Eval uation (RDT&E), Procurenent, or
Operation and Mintenance (0&M) funds, except as authorized by DoD Directives
7040.2 and 4270.24 (references (g) and (h)).

2. The Secretaries of the MIlitary Departnents and Directors of
Def ense Agenci es shall:

a. Ensure that conprehensive reviews are made of requests for facil-
Ity expansions, exam ne alternatives for DoD nodernization and rehabilitation
fundi ng, neasure requests against realistic requirenents, examne all facili-
ties held for surge and nobilization, and give full consideration to techno-
| ogi cal changes and nultishift production.

b. Analyze and review proposed projects, specifying the criteria to
be used in establishing the facility requirenent policy in section D.

c. Ensure that records are maintained to provide information that may
be required by the USDR&E and ot her DoD Conponents in the exercise of their
responsibilities under this Directive.

d. Ensure that the Congress is notified of all facilities projects
I nvol ving construction. In no case shall alate-start project involving
construction be consumated w thout congressional notification.

e. Use formats in DLA 4215.1-Mto approve, recertify, or discontinue
PEPs and report status.

3. The Secretaries of the Mlitary Departnents or their designees (no
| ower than Assistant Secretary |level) and the D rectors of Defense Agencies
may approve governnent-owned facilities projects, provided:

a. The plant and equi pnent investment costs to support a specific
maj or system or subsystem do not exceed a total of $25 mllion during the
proj ected procurenment or mai ntenance effort; projects exceeding the $25 mllion

threshold shall be subnmitted to the USDR&E for approval. Projects shall not be
subdi vided into separate increnents for the purpose of bypassing the $25 mllion
t hreshol d. and shall neet DAR provisions 13-301 (reference (e)). In the case of

research and devel opnment -funded projects, those exceeding a $3 mllion threshold
shall be submtted to the. USDR&E for approval.

b. The OSD-designated focal point for governnent property policy and
managenment, the weapon systens and subsystens program nonitors, and ASD(C) are
provided (prior to Program Objective Menorandum (POM) subm ssion) annual over-
vi ew presentations of plant and equi pment projects forecasted for Departnent/
Agency approval .



c. The Congress is notified in advance of starting any project
I nvol ving construction, regardless of the dollar anmount. A DD Form 1391
“MIlitary Construction Project Data,” is submtted in support of budget
requests for these notifications. Separate DD 1391s will be submtted to
Congress to justify out-of-cycle budget construction requirenents.

d. Facilities projects funded by Procurenent for other than nmgjor
systens or subsystens are approved on a |ocation basis and shall not exceed
more than $5 mllion for all property efforts (expansions, nodernization,
rehabilitation) during one fiscal year. Projects in excess of $5 mllion
shal |l be submtted to the USDR&E for approval. In the case of research and
devel opnment -funded projects, those exceeding a threshold of $3 mllion, shall
be submtted to the USDR&E for approval. The MIlitary Departnments may redel e-
gate approval of projects not exceeding $5 or $3 mllion, respectively, to a
| evel |ower than an Assistant Secretary.

4. Heads of DoD Conponents, or designated Conponent representatives, shall
establish and maintain continuing, coordinated prograns for planning, review ng,
and approving their industrial facilities needs; and acquiring, constructing,
expandi ng, replacing, using, and disposing of such facilities. The program of
each DoD Conponent shall provide for:

a. Centralized, uniformreview and control of facility projects and
I ndustrial equi pnent replacenent projects, and for identification of plant
equi pment required in connection with and related to industrial facility
projects. DoD Conponents nust thoroughly screen idle inventory and use any
suitable real property or equipnent that is avail able before authorizing
procurenent for expansion, nodernization, or replacenent.

b. Continuous surveillance over the current use and future require-
ments for all governnent-owned industrial real property and plant equi pnment to
ensure proper and tinely disposal arrangenent for excess facilities and facili-
ties for which continued governnent ownership is no | onger necessary. Excess
i ndustrial plant equipment (IPE) wll be identified and reported to DI PEC
under the procedures prescribed for |IPE reporting, in accordance with DLA
4215.1-M and DAR (reference (e)).

5. The Secretary of the MIlitary Departnment concerned, the D rector of
the Defense Logistics Agency, or, in the case of other Defense Agencies, the
USDR&E, shal | approve production contracts that propose the incorporation of
I ncentive clauses for contractor investnment in industrial facilities that
create potential governnment liability, such as, agreenment by the governnent
to purchase such facilities if the programis cancel ed.

F. | NFORVATI ON REQUI REMENTS

1. The reporting requirenents of this Directive have been assigned Report
Control Synmbol DD DR&E(AR) 642.

2. The recordkeeping requirements prescribed herein have been assigned
Report Control Synbol DD-DR&E(AR)1212.°
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3. The DIPEC shall provide DoD Conponents and the USDR&E W th a copy of
its quarterly report, “Planning Data for PEPs,” 30 days after the end of each

quarter.

4. DoD Conponents shall submt an annual report of personal property,
using I nteragency Report Control Nunber 0154- GSA- AN.

G  EFFECTI VE DATE AND | MPLEMENTATI ON

This Directive is effective inmediately. Forward two copies of inple-
menting documents, limted to the substantive changes in this Directive, to
the Under Secretary of Defense for Research and Engineering within 120 days.

() Gk (o,

W GrahamClaytor, J™
Deputy Secretary of Defense

Encl osures - 3
1.  Secondary Facilities, Property Policy,
and Fi nanci al Qui dance
2. References
3. Definitions
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SECONDARY FACI LI TI ES, PROPERTY POLI CY, AND FI NANCI AL GJ DANCE

A FACILITIES AND PRCPERTY PQOLICY

1. Governnent Ownership and Managenent of the Industrial Base. The
i ndustrial base, consisting of both governnment and contractor-owned facilities,
shal|l provide a capability to support current procurenent, surge, and nobiliza-

tion requirenments specified in consolidated guidance for industrial preparedness
pl anni ng.

a. The industrial base shall be examined Continually to ensure it is
responsive to rapidly changi ng weapons technology and to demands to inprove
def ense posture. The governnment-owned segnent of this industrial base shall
not exceed the mnimum needs ‘beyond contractor-owned capacity necessary to
meet production requirenents.

b. The mai ntenance segnent of this governnent-owned industrial base
shal | neet approved workl oad requirements for essential weapons and equi pnent
(DoD Directive 4151.1, reference (c)).

2. Phase-Down Program and Private Investnent Incentives. Requirenents
for additional facilities to perform defense contracts shall be net through an
i ncrease in contractor-owned facilities. Each DoD Conponent shall inplenent a
program to phase down governnment ownership of, and investnent in, industrial
facilities. This is a followon to the existing DoD phaseout policy.

a. The phasedown program shall acknowl edge that all contractors may
not have the capital available to replace governnent-owned equi pnent on a

predet erm ned schedul e. It shall also recognize that certain sectors of the
defense industry may require continued governnent ownership of industrial
pl ant and equi pnent. In these events, DoD Conponents shall identify such

facilities and request their exenption fromthe phasedown program  Exenptions

shal | be approved at a level no Iower than an Assistant Secretary of a Mlitary
Depart nment .

b. The goals of the phasedown program and the industrial preparedness
program nust be nutually considered to ensure that an essential nucleus of
gover nment - owned plants and equi pnment is naintained. | nf ormati on on phasedown
actions, including approved exenptions, shall be included as part of the
annual Defense Industrial Reserve Report. This phasedown effort is flexible
to compensate for changing factors, such as military requirenents, foreign
sales commtnent, and econom c and business conditions.

c. To encourage capital investnent by contractors, the use of the
follow ng investnent incentive techniques shall be explored before purchasing
addi ti onal government -owned equi pnent:

(1) Multiyear Contracts. See DAR 1-322 (reference (e)).
(2) Special term nation buy-back techniques that enable the

government to acquire the contractor’s severable capital investnent, when
approved by the Secretary of the Mlitary Departnent or Director of the Defense



Agency concerned. For Defense Systens Acquisition Review Council (DSARC)
prograns, the potential liability resulting fromthis technique should be

| isted by fiscal year in a Decision Coordinating Paper (DCP), which is approved
by the DoD Acquisition Executive.

(3) Val ue engineering incentive provisions to share savings
resulting fromcontractor capital investnent. See DAR 1-1700 (reference (e)).

(4) Procedures that enphasize contractor investnent while cal cu-
|ating the fee or profit objective under weighted guidelines. See DAR 3-808
and 3-1300 (reference (e)).

(5 Award fees for devel opnent and inplenentation of effective
contractor investnent plans. See DAR 3-405.5 (reference (e)).

3. Selection of Contractors Capable of Providing Facilities. Conpetitive
solicitations shall maxim ze the use of contractor-owned equi pnent and facili-

ties . However, the Department of Defense may offer to provide or nove
gover nment - owned pl ant equi pnent to contractors’ plants, if merited on the
basis of econom cs, necessity, or other justification. I n negotiated procure-

ment, an inportant consideration in the selection of a contractor is the ability
to provide adequate and nodern facilities for devel oping and producing the pro-
duct . Before considering a request for new facilities, contractors shall be
required to show that they have nade or plan to make full use of subcontractors
who possess adequate and available facilities.

4, Planned Investnment in Governnent Facilities for Mjor Defense
Program (Facilities Plan). As part of the DCP the DoD Conponent shall state
how rmuch governnent investnent in plant and equi pnment is contenplated during
each program mlestone phase. As the program progresses, these estimtes
shall be refined to state the purposes and the ceiling anounts contenpl at ed
during each fiscal year. Before a production contract is awarded, the DoD
Conmponent and the-prospective contractor nust determ ne how much governnent
i nvestnment in plant and equipnent is required. The production contract nust
reflect this determnation.

5. Investnment in Facilities. | n accordance with DoD Directive 4100. 15
and DoD Instruction 4100.33 (references (i) and (j)), a DoD Conponent is
required to decide whether a product or service shall be provided by government-
owned (in-house) or by private neans. The nethod of performance alternatives
shall be reviewed and evaluated to determne the nost cost-effective nethod of
operation to the government. This decision shall be nade and docunent ed
before the DoD Conponent concerned invests in industrial facilities for new
gover nnent - operated prograns or in industrial facilities for existing government-
operated prograns, when dollar thresholds established in DoD Instruction 4100. 33
(reference (j)) are exceeded.

6. Conti nuous Review of the Use of Facilities

a. Governnent-owned facilities shall be continuously reviewed to (1)
validate the need for retention to support current or energency requirenents;
(2) ensure they are used for the purpose intended; (3) ensure their economc
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use; (4) mnimze costs; (5) increase productivity; (6) lessen the need for
providing additional facilities; and (7) retain the capability to produce
products that support current weapons until advanced technol ogy products have
been delivered.

b. Major DoD Components shall develop, for both standard | PE and
NC I PE, with acquisition cost of $100,000 or nore, utilization objectives
consi stent with projected peacetine surge nobilization workloads. Wrkl oad
| nt erchange anong DoD i n-house facilities and other governnment agencies are
consi dered as a way to achi eve these objectives.

/.  Retention and Mui ntenance of Plant Equi pnent

a. The Defense Industrial Reserve Act of 1973 (reference (k))

aut hori zes the retention of equipnent. It is the policy of the Departnent of
Defense to retain that production capability that is beyond the capability of
industry to fulfill mlitary emergency requirenents in accordance with DoD

Directive 4215.18 (reference (1)). Machine tools and other industrial manu-
facturing equi pnent may be held in PEPs or in a general reserve to (1) maintain
a high state of readiness for production of critical itens of defense materiel;
(2) provide production capacity for defense materiel not available in private

i ndustry; or (3) assist private industry in time of national disaster.

b. The responsibility for approving and recertifying PEP is del egated
to the Assistant Secretary of the MIlitary Departnment concerned or to the
Director of DLA. Each DoD Conponent nust establish nmanagenent guidelines to
ensure that governnent-owned equi pnent is imediately released froma PEP when
the requirement no |longer exists, and that required PEPs are nmaintained in a
state of readiness. Retained PEP itenms shall be reviewed annually and nore
frequently, should need for retention and recertification be required. Formats
and instructions for this purpose are contained in DLA 4215. 1-M and shall be
submtted to DIPEGC under RCS DD-DR&E(AR)642.

8.  Equi pnent Repl acenent/ Moderni zation. Mdderni zati on shall be undertaken
for only those facilities that are necessary to support the current or energency
requi renments . Modernization of existing facilities is permtted to provide
sustai ned wartine nobilization capability in accordance wth DoD investment
guidance. Contractors are encouraged to replace old, inefficient manufacturing
processes or governnent-owned equi pnent by investing in nodern, nore efficient,
privately owned equipnment. The weighted guidelines for negotiation of profit
or fee (DAR, section IIl, reference (e)) and the incentive techniques in
paragraph A. 2.c. encourage the contractor to provide equipnment required for
DoD contracts.

a. Each DoD Conponent shall establish a plan for the replacenent or

moder ni zation of plant equipnment, including that retained in PEPs, caused by
obsol escence, the need for repair, or technol ogy advances. Planning and identi -
fication of equipnment needs shall include consideration of the availability of

personnel, adequacy of equipnent support, such as conputer support for NC
equi pment, work-m x projections, and availability of funds.

b. For DoD owned equi pnent designated for continued ownership, the
primary justifications for acconplishing replacenent or nodernization projects



are the economc and technical benefits to be obtained by (1) introducing
advanced manufacturing processes to enhance productivity; (2) alleviating
equi pment obsol escence; and (3) naking the governnent-owned segnment of the
producti on base nore responsive to industrial preparedness requirenents. The —_—
“I'ndustrial Plant Equi pnent Repl acenment Anal ysis Wrk Sheet,” DD Form 1106,
i ncluded in DLA 4215.1-Mor the instructions of DoD Instruction 7041.3

(reference (m), may be used to performthe econom c anal ysis of proposed DoD
| nvest ment s.

c. \Wen cost benefits are used to justify replacenment or nodernization
projects for long-term ongoing production prograns, the replacenment costs for
new equi pment shall normally be anortized within 34 years for the aerospace
industry and within 5 years for other industries. These anortization criteria
do not apply to governnent-owned and operated m ssion support activities.

Repl acenent economic anal ysis procedures are set forth in DLA 4215.1-M In
cases where cost savings are expected to accrue to the governnent, they should
be so identified and appropriate contractual adjustnents nade, consistent with
DAR (reference (e)). “Industrial Equi pnent Mdernization Program - Post Analy-
sis Report,” DD Form 1651, shall be submitted by the contractor.

d. DoD Conponents shall maintain records of increased productivity,
t echnol ogi cal inprovenents, industrial preparedness benefits, and savings
resulting fromfacilities nodernization or replacenent. They shall review the
resulting benefits on an after-the-fact basis. Such records shall serve as a
guide in reaching future decisions on nodernization or replacenent in simlar
situations, and shall be available for review by the USDR&E.

9. Special Test Equi pnent (STE) and Special Tooling (ST)

a. DoD Conponents shall ensure that special-purpose test equi pnent e’
and special tooling are acquired for governnent account when no practical
alternative exists.

b. Procurenent of governnent-owned ST and STE shall be prograned,
budget ed, and financed under applicable Procurenment or RDT&E appropriations in
t he manner prescribed by DAR and DoD 7110 1-M (references (e)) and (n)). To

ensure that only equi pment that explicitly falls into the ST and STE categories
I's considered, the definition for each is included in enclosure 3.

c. DoD Conponents shall ensure that governnent-owned plant equi pnent
I s not procured under the guise of STE to avoid the phasedown program

10.  DoD-Furni shed Nonseverable Facilities on Privately Owmed Land.
Bui | di ngs or ot her nonseverable facilities shall not be constructed by the
government on privately owned |and, except as provided in DAR (reference (e)).

11.  Environnental Considerations. Environmental inpact nust be con-
sidered in the acquisition and managenent of industrial facilities, in
accordance with DoD Directive 6050.1 (reference (0)).

a. Pollution Abatenent. Requirenments related to pollution abatenent

shall be in accordance with DoD Directives 5100.50 and 4165. 60 and DoD
| nstruction 4120.14 (references (p), (q), and (r)).
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b. Flood Hazards. Evaluation of flood hazards shall be nade in
accordance with the requirenents of E.0. 11988 (reference (s)).

C. Protecti on of Wetl ands. Eval uati ons of construction in wetlands
shall be made in accordance with the requirenents of E.0. 11990 (reference

(1)).
12. Cccupational Safety and Health Act of 1970 (OSHA) Requirenents

a. The burden of conpliance with OSHA rests with the DoD contractor.
Therefore, DoD Conponents shall contract on the assunption that DoD contractors
are conplying with OSHA. Determnation to retrofit or nodify governnent-owned
property or facilities shall be nade by DoD Conponents on an individual basis,
consi stent with m ssion acconplishnent and | ong-term needs. Mdification to
gover nment - owned pl ant equi pnment in storage to neet OSHA standards shall only
be made when the property is placed into active use.

b. | f nonconformance to OSHA standards for governnent-furnished
property or facilities is reported by the Department of Defense or a defense
contractor under an ongoing contract, the admnistrative “contracting officer
(ACO) shall verify such nonconformance and advise the contracting activity.
The procuring contracting officer (PCO) or other authority designated by
departnental regulations, shall pursue one of the follow ng options:

(1) Recommend contractor request variance from pertinent standard
when alternate safety nmeasures shall provide adequate protection.

(2) Negotiate replacenent with contractor-owned property.
(3) Replace with other suitable governnment property.

(4) Authorize nodification of governnment property at contractor
expense with the understanding that title to any nonseverable nodification
vests in the governnent.

(5) Authorize nodification by the contractor at government expense
only if continued use of the property is essential in support of major prograns.

13. Energy Conservation and Managenent (ECAM) Program  The ECAM Program
Is a Procurenent and RDT&E-funded effort to pursue the devel opnment of energy
conservation neasures and to retrofit DoD-owned facilities to increase energy
efficiency. Since ECAMis a Procurenent and RDT&E-funded program energy
conservation neasures at GOCOS shall be executed under the ECAM Program
Furthernore, the ECAM Program shall also apply to GOGO activities for energy
conservation nmeasures involving equipnment normally bought wth Procurenment or
RDT&E funds. Energy conservation neasures involving construction at GOGOS
shall continue to use mlitary construction (MILCON) funds under the Energy
Conservation |nvestnent Program E.0. 12003 (reference (u)) establishes a
goal to reduce energy consunption per gross square foot of floor space in
exi sting federally owned buildings by 20 percent between 1975 and 1985. DoD
Conponents shall identify all potential energy conservation projects under the
ECAM Program that are cost effective, that is, self-anortizing within their




econonic life, and shall include such projects in their annual budgets. Al
budget estimates projecting the use of Procurenment and RDT&E funding for ECAM
projects shall be supported by econonic anal yses, consistent with the guidelines
contained in DoD Instruction 7041.3 (reference (n)). The ECAM Program may be

patterned after the M LCON-funded Energy Conservation |Investnent Program (ECIP). -

14. Disposal of Excess Facilities. Government-owned facilities shall be
screened for reutilization as soon as the facilities becone excess to the
m ssions for which they were acquired. |f not required for current procure-
ments or surge requirenents to support the conbined U S. and allied force
| evel s specified by Secretary of Defense criteria for retention of industrial

facilities and equi pment, such facilities shall be declared excess to ownership
or excess to need.

a. DoD Conponents may propose and justify on a case-by-case basis the
retention of any facility that is excess to established retention criteria.

b. Automatic data processing equi pnent (ADPE) associated with | PE
decl ared excess shall be screened and reported in accordance wth DoD
4160.19-M (reference (v)).

c. Real property disposal shall be in accordance with DoD Directive
4165. 6 and DoD Instruction 4165. 12" (references (w and -(x)).

d.  Wwen a facility is no |longer required for peacetine production,
but its capacity would be needed to support the force levels outlined in
retention criteria established by the Secretary of Defense, consideration.
shall be given to offering that facility for sale, subject to the stipulation
that its capacity for defense production shall be maintained. The decision to
offer the facility for sale shall take into consideration the difference in
post-Mday production response with that facility under private versus govern-
ment ownership, and the cost of additional war reserve stocks needed to offset

any degradation in post-Mday production response that would result fromsale
of the facility.

B. PROGRAM NG, BUDGETI NG AND FI NANCI NG FACI LI TI ES PRAJECTS

1. Governnent-Provided Facilities. Wien it is determ ned that DoD
financing of real property projects is required, they shall be prograned,
budget ed, and financed in accordance with one of the follow ng nethods. Further,
all proposed real property facilities shall be identified to Congress in
accordance with DoD 7110. 1-M (reference (n)). Construction efforts, as

defined in DoD Directive 7040.2 (reference (g)), require specific authorization
from Congress:

a. Financing construction of G030 Real Property as Mlitary Construc-
tion Projects. Wen GOGO real property is to be acquired or constructed, such
construction shall normally be programed, budgeted, and financed as a mlitary
construction project in accordance with the provisions of DoD Directive 7040. 2
and DoD Instruction 7040.4 (references (g) and (f)).
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b. Financing GOCO Facilities Construction

(1) Wien GOCO real property is acquired or constructed on a mli-
tary installation (such as a post, canp, base, or station), such construction
shall normally be prograned, budgeted, and financed as a military construction
project in accordance with the provisions of DoD Directive 7040.2 and DoD
| nstruction 7040.4 (references (g) and (f)). However, if, for the convenience
of the governnent, these facilities are contractor-operated and the contractor
Is responsible for the 0&M of the facility conplex, such real property may be
financed under Procurenent or RDT&E funds.

(2) When GOCO facilities are acquired or constructed on governnent
real property, other than a mlitary installation under the provisions of this
Directive, they shall be prograned, budgeted, and financed under Procurenent
or RDT&E funds.

(3) GOCO anmunition plants shall be authorized in mlitary con-
struction but financed with Procurenent funds.

(4) Al proposed Procurenent and RDT&E real property facilities
shall be identified to Congress in accordance with DoD 7110 1-M (reference

(n).

2. Financing Governnent-Omed Equi pnent-in GOCO and Contractor- Owmed
Contractor-Qperated (COCO) Facilities. Proposed equipnent requirenments shall
be prograned, budgeted, and financed with Procurenent, 0&M, or RDT&E funds.
Equi pnent for GOGOS shall be financed under the provisions of DoD Directive
4151.1 (reference (c)).

3. Budget Submssion. Al industrial resources (plants and plant equip-
ment) funding requirements shall be included wthin Production Base Support
(Arny) or Industrial Facilities (Navy and Air Force).

4. Financing Installation and Instrunentation Required for RDT&E
Activities at Governnent-Omed Facilities. Cost of installation of equipnent
and instrunentation, including directly related foundations, shielding, environ-
mental control, weather protection, instructural adjustments, utilities, and
access may be financed from RDT&E appropriations in accordance with DoD
7110 1-M (reference (n)).

5. Program ng and Budgeting for the Use of Special Term nation Buy-Back
Techni que. for Contractor Capital Investnent in Mijor DoD Prograns. Special
termnation provisions may be used when the contractor wll not nmake capital
i nvestnment in major defense programs. These provisions provide for all or
sone portion of the unanortized val ue should the program be cancel ed or
drastically limted. The amount of contingency liability resulting from using
the special termnation buy-back technique nust be identified in accordance
w t h budget procedures.




C.  NUMERI CAL CONTROL STANDARDI ZATI ON

It is DoD policy to adopt or devel op the necessary NC | PE hardware, soft-
ware, and interface standards that will permt routine electronic transm ssion
of machi ne-readabl e NC | PE process planning and control information between
facilities, with few or no changes, on functionally equivalent NC IPE to
produce identical conponents. Conpany proprietary data will be excluded from
this provision. Standardization assignments are made in accordance with DoD
Directive 4120.3 (reference (y)). The DLA has been assigned the responsibility
for maintaining the library of NC I PE technical information

D. PERSONAL PROPERTY REPORTI NG

1. The DoD Conponents, including organizations such as the Defense ADPE
Resources O fice and DLA activities (DIPEC, Defense Property D sposal Service),
shall submt required data to the OUSDR&E for conpilation and subm ssion to
the General Services Admnistration. The report shall include personal property
that is (a) obtained as excess or determned to be no longer required for the
purposes of the appropriation fromwhich it was purchased, and {b) furnished

i n any manner what soever within the United States to any recipient other than
a federal agency.

2. The report shall provide the following data: nanme and address of
recipients, status (either DoD contractor or project grantee), two-digit
federal supply classification group, nunber of itenms, and total acquisition
cost . Negative reports are required.

3. The report shall be submtted during the calendar quarter follow ng
the close of each fiscal year.
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DEFI NI TI ONS

A | ndustrial Base. That part of the total privately owed and government-
owned i ndustrial production and nai ntenance capacity of the United States, its
territories, and possessions, and the capacity |located in Canada expected to
be avail able during enmergencies to manufacture and repair itens required by

t he approved forces.

B. Plant Equi pnent (PE). Personal property of a capital nature (consisting
of equi pnment, machine tools, test equipnment, furniture, vehicles, accessory,
and auxiliary itens, but excluding special tooling and special test equipnent)
used or capable of use in the manufacture of supplies, in the performance of
services, or for any adm nistrative or general plant purposes.

C. | ndustrial Plant Equi pnent (IPE). That part of plant equipment, wth an
acqui sition cost of $1,000 or nore, used for the purpose of cutting, abrading,
grinding, shaping, formng, joining, testing, neasuring, heating, treating, or
otherwi se altering the physical, electrical, or chemcal properties of materials,
conponents, or end itens entailed in manufacturing, maintenance, supply,
processi ng, assenbly, or research and devel opnent operations; further identified
in joint DoD handbooks listed in 13-312 of the DAR (reference (e)).

D. O her Plant Equi pnent (OPE). That part of plant equipnment regardl ess of
dollar value that is used in or wwth the manufacture of conponents or end
itens for maintenance, supply, processing, assenbly, or research and devel op-
ment operations; but excluding itens categorized as |PE

E.  Plant Equi prent Package (PEP). A conplenent of active and idle PE that
has been fornmally approved for retention, in accordance with criteria and
procedures in this Directive and in DLA 4215.1-M

F. Facilities. Property (other than material, special tooling, mlitary
property and special test equipnent) for production, naintenance, research,
devel opnent, or test, including real property and rights therein, buildings,
structures, inprovenents, and plant equi pnent (see DAR 13-101.8, reference

(e)).

G  Special Test Equi pnent (STE). Either single or multipurpose integrated
test units engineered, designed, fabricated, or nodified to acconplish special-
purpose testing in the performance of the contract. Such testing units com
prise elegtrical, electronic, hydraulic, pneumatic, nechanical, or other itens
or assenblies of equipment that are nechanically, electrically, or electronically
I nterconnected to becone a new functional entity, causing the individual item
or itens to becone interdependent and essential in the performance of special-
purpose testing in the devel opnent or production of particular supplies or

servi ces. Speci al test equi pment does not include material, special tooling,
bui | di ngs, and nonseverable structures (except foundations and simlar inprove-
ments necessary for the installation of special test equipnent), and plant

equi pment itens used for general plant testing purposes.

H. Special Tooling (ST). Al jigs, dies, fixtures, nolds, patterns, taps,
gauges, other equi pnment, manufacturing aids, and replacenents thereof, are of




such a specialized nature that, without substantial nodification or alteration,
their use is limted to the devel opnment or production of particular supplies or
parts thereof or the performance of particular services. The termincludes al
components of such items, but does not include material, special test equipnent,
or buildings, and nonseverable structures (except foundations and simlar

| nprovenents necessary for the installation of special tooling), general or
special machine tools, or simlar capital itens.

|.  Construction. The erection, installation, or assenbly of buildings or
structures; the addition, expansion, extension, alteration, conversion, or

repl acement of existing buildings or structures. It includes equi pnent and
utilities installed and nmade a-part of the real property (excludes installation
and rel ocation of severable property and m nor nodifications necessitated by
the installation or relocation of such severable property) and related site
preparation, excavation, and other |and inprovenents.

J. Miintenance Facilities. Fixed installations, such as shipyards and depots,
t hat support organi zational naintenance and internedi ate mai ntenance activities
through the availability of nore extensive shop facilities, equipnent, and
personnel of higher technical skill than are available at |ower maintenance
levels . Sone of the types of maintenance nornally provided by these shops are
i nspection, test, repair, nodification, alteration, nodernization, conversion,
overhaul, reclamation, or rebuild of parts, assenblies, subassenblies, co, -
ponents, and end itens.

K. Nonseverabl e Property. Property that cannot be renoved after erection or
installation without substantial |oss of value or danage to the property or to
the prem ses.

L. Project. A planned undertaking of something to be acconplished, acquired,
produced, or constructed, having a finite beginning and a finite ending, such
as a construction project or a research and devel opnent project.

M Capital -Type Rehabilitation. Mjor repair or replacenent of government-
owned property that exceeds normal maintenance requirenents.

N. Moderni zation and Repl acenent. The replacenent of one or nore existing
itens of equi pnent to achieve econom c or industrial preparedness advant ages
to the Departnment of Defense through increased efficiency. ltenms that are
gover nment -furni shed may be replaced either by new procurenent or by equi pnent
fromidle inventories. Replacenent action nust be supported by an anal ysis of
cost savipgs or industrial preparedness benefits to be realized.

0. Expansion. The addition of personal or real property that creates a new
i ndustrial plant or augnents the capability or capacity of an existing plant.

P. Defense Industrial Plant Equi pment Center (DIPEC). A primary level field
activity of the Defense Logistics Agency (DLA), responsible for providing
services to DoD Conponents in performance of functions specified in DoD Direc-
tive 4215.18 (reference (I1)).
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Q. Mbilization. The act of preparing for war or other energencies through
assenbling and organizing national resources; the process by which the arned
forces or part of themare brought to a state of readiness for war or other

nati onal emergency. This includes assenbling and organi zi ng personnel, supplies,
and material for active mlitary service.

R | ndustrial Preparedness Planning. Planning designed to maintain an adequate
i ndustrial base to support DoD requirenents for selected essential mlitary
itens in a national energency.

S. Surge. The ability of the industrial base to rapidly meet accelerated
production requirenments of selected itenms with existing facilities and equi p-
ment in a peacetine environnent. (No decl ared national energency.) Only

exi sting peacetime programpriorities will be available to obtain materials,
conponents, and other industrial resources necessary to support accelerated
program requirenents.

T. Excess to Owership. Facilities required for defense production. Private
ownership is preferred to governnment ownership.

U Excess to Need or Requirenent. Facilities no longer required for defense
production. They are available for transfer to other governnment agencies or
for declaration as excess by the General Services Adm nistration (GSA) and

di sposal in any possible manner.

V. Nunerical Control Industrial Plant Equi prent (NC IPE). |PE in which
actions are controlled by the direct insertion of nunerical data at sone
point. The equi pment nust autonatically interpret at |east some portion of
t he data.

W. NC I|PE Software. | nformati on and organi zed net hods of processing and
storing that information necessary for the utilization of NCIPE in its
i nt ended functions. It includes but is not limted to information stored

in the following: procedures, practices, draw ngs, catalogs, tables, paper
tape, magnetic tape, conputer input, output, or instructions (by any nane),
part programs, NC | PE setup instructions, and NC IPE part program ng |anguage.

X. Machi ne-Readable Information. Information organized, formatted, or stored
to enable it to be read directly and automatically by devices that are capable
of coding, transmtting, and then decoding and recreating the information in
the original form




